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OATH OR AFFIRMATION

Gary Tyc swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Davis Distributors LLC as

of December 31 2010 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

OFFICIAL SEAL

J\INA9INE LOPEZ
NOTARY PUS UARjzoNA

_______________
S1na

Vice President

Title

Notary Public

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

IJ Information Relating to the Possession or Control Requirements Under Rule 15c3-3

IJ Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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Sc IPA.s Don Radakovich CPA

PROFESSIONAL CORPORATION Thomas Furrier CPA

Tariq Khan CPA

Phillip Dairymple CPA

INDEPENDENT AUDITORS REPORT Rodolfo Paredes CPA

To the Shareholders of

Davis Distributors LLC

We have audited the following financial statements of DAVIS DISTRIBUTORS LLC the Company wholly-

owned subsidiary of Davis Selected Advisers L.P for the year ended December 31 2010 that you are filing

pursuant to Rule 7a-5 under the Securities Exchange Act of 1934

Statement of Financial Condition

Statement of Operations

Statement of Cash Flows

Statement of Changes in Shareholders Equity

These financial statements are the responsibility of the Companys management Our responsibility is to express an

opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of America

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the fmancial

statements are free of material misstatement An audit includes consideration of internal control over fmancial

reporting as basis for designing audit procedures that are appropriate in the circumstances but not for the purposes

of expressing an opinion on the effectiveness of the Companys internal control over fmancial reporting

Accordingly we express no such opinion An audit also includes examining on test basis evidence supporting the

amounts and disclosures in the financial statements assessing the accounting principles used and significant estimates

made by management as well as evaluating the overall financial statement presentation We believe our audit

provides reasonable basis for our opinion

In our opinion such financial statements present fairly in all material respects the financial position of Davis

Distributors LLC at December 31 2010 and the results of its operations and its cash flows for the year then ended in

conformity with accounting principles generally accepted in the United States of America

Our audit was conducted for the
purpose

of forming an opinion on the basic fmancial statements taken as whole

The following supplemental schedule of Davis Distributors LLC as of December 31 2010 is presented for the

purpose
of additional analysis and is not required part of the basic fmancial statements but is supplementary

information required by Rule 7a-5 under the Securities Exchange Act of 1934

Computation of Net Capital for Brokers and Dealers Pursuant

to Rule 5c3- Under the Securities Exchange Act of 1934

This schedule is the responsibility of the Companys management Such schedule has been subjected to the auditing

procedures applied in our audit of the basic fmancial statements and in our opinion is fairly stated in all material

respects when considered in relation to the basic financial statements taken as whole
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Davis Distributors LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 312010

ASSETS

CURRENT ASSETS

Cash and equivalents 36702700

Receivables

Expenses advanced for mutual funds 11333675

Underwriting commissions 35719

Other current assets 299.606

Total current assets 48371700

OTHER ASSETS

Deferred sales commissions net 7827520

Property and equipment net of accumulated depreciation of $3473737 2.669118

TOTAL 58.868338

LIABILITIES AND SHAREHOLDERS EQUITY

CURRENT LIABILITIES

Accounts payable and accrued expenses 21312606

Payable to related party 9442.903

Total current liabilities 30.755.509

SHAREHOLDERS EQUITY

Common stock 100 shares authorized issued and outstanding $10 par value 1000

Additional paid-in-capital 298227656

Accumulated deficit 270115827

Shareholders equity 28112829

TOTAL 58.868.338

See notes to financial statements

-2-



Davis Distributors LLC
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 312010

REVENUES
Distribution plan fees 118038190

Underwriting commissions 903160

Interest income 10.131

Total 118951481

EXPENSES

Selling general and administrative 139039732

Amortization of deferred sales commissions 3970609

Salaries wages and benefits 1806.4 13

Total 144816754

NET LOSS 25.865.273

See notes to financial statements
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Davis Distributors LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 312010

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss $25865273

Adjustments to reconcile net loss to net cash provided

by operating activities

Depreciation 620031

Amortization of deferred sales commissions 3970609

Changes in operating assets and liabilities

Expenses advanced for mutual funds 4518087

Underwriting commissions receivable 14054

Due to/from related party 1103618

Other assets 69674

Deferred sales commissions 543922

Accounts payable and accrued expenses 6.874.561

Net cash used in operating activities 21899839

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of fixed assets 1097

Net cash used in investing activities 1097

CASH FLOWS FROM FINANCING ACTIVITIES

Additional capital contributions 5.000.000

Net cash provided by financing activities 15000000

DECREASE IN CASH AND EQUIVALENTS 6900936

CASH AND EQUIVALENTS AT BEGINNING OF YEAR 43603636

CASH AND EQUIVALENTS AT END OF YEAR 36.702.700

See notes to financial statements
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Davis Distributors LLC
STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY
FOR TilE YEAR ENDED DECEMBER 312010

Common Stock Additional

Shares Paid-In- Accumulated

Outstanding Amount Capital Deficit Total

BALANCE AT
DECEMBER 31 2009 100 1000 $283227656 $244250554 38978102

Capital contributions 15000000 15000000

Net loss ____________ 25865273 25865273

BALANCE AT
DECEMBER 31 2010 100 1.000 S298.227.656 $270.1 15.827 28.112.829

See notes to financial statements
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Davis Distributors LLC
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 312010

Note Summary of Significant Accounting Policies

Davis Distributors LLC the Company is organized under the Delaware Limited Liability Company Act and is wholly-

owned subsidiary of Davis Selected Advisers L.P The Company acts as general distributor for the sale and distribution of shares of

registered investment companies the Funds managed by Davis Selected Advisers L.P

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of

America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date

of the financial statements as well as the reported amounts of revenues and expenses during the period Actual results could differ

from those estimates

The Company acts as the general distributor under distribution plans the Plans pursuant to Rule 12b-l of the Investment

Company Act of 1940 for all managed funds The Company is paid commission on the proceeds from the sale of certain shares of

the funds which is recorded on the date of sale trade date

Commissions paid to brokers and dealers in connection with sales of shares of certain mutual funds are charged to deferred sales

commissions and amortized generally over six years Distribution plan fees received by the Company from such mutual funds are

credited to income as earned Early withdrawal charges received by the Company from redeeming shareholders reduce the

unamortized deferred sales commissions

The Company places its cash and cash equivalents with various credit institutions At times such investments may be in excess

of the FDIC insurance limits however management does not believe it is exposed to any significant credit risk on cash and cash

equivalents

Financial instruments which potentially subject the Company to concentrations of credit risk consist principally of temporary

cash investments The Company places its temporary cash investments with its principal bank and in money market funds managed

by Davis Selected Advisers L.P The money market investment is recorded at cost which approximates market value dividend

income is recorded when earned The money market investment is included in cash and equivalents in the Statement of Financial

Condition

Property and equipment is recorded at cost Equipment and building improvement depreciation expense is provided for over the

assets estimated useful lives using the straight-line method Leasehold improvements are amortized using the straight-line method

over the terms of the applicable lease agreements

As limited liability company the Company is not subject to income taxes The Company provides for income taxes under the

provisions of accounting principles generally accepted in the United States of America which requires managements determination

of the existence of uncertain tax positions for which it is reasonably possible that reported total amounts could significantly differ

from amounts that may be determined upon examination by taxing authorities In general the Companys federal and state tax returns

remain subject to examination by taxing authorities for and years from the filing date respectively Management does not

currently believe that any tax positions of the Company are materially uncertain enough to require disclosure under these provisions

Note Related Parties

Amounts due to Davis Selected Advisers L.P represent operational expense allocations and reimbursements

Certain officers and directors of the Company also serve as officers and directors of the Funds

Davis Selected Advisers L.P has agreed to make additional capital contributions to the extent required to maintain net capital
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Davis Distributors LLC
NOTES TO FINANCIAL STATEMENTS
FOR TIlE YEAR ENDED DECEMBER 312010

Note 3-Regulatory Requirements

The Company is exempt from the provisions of Rule 5c3-3 of the Securities Exchange Act of 1934 reserve requirement for

brokers and dealers in that all transactions are limited to the purchase sale and redemption of shares of registered investment

company it does not hold funds or securities for customers and it promptly transmits all funds and delivers all securities in

connection with its activities as broker or dealer Pursuant to the net capital provisions of Rule 5c3-1 of the Securities Exchange

Act of 1934 the Company is required to maintain minimum net capital as defined equal to the greater of $25000 or 6-2/3% of

aggregate indebtedness Net capital and the related net capital ratio may fluctuate on daily basis At December 31 2010 the

Company had net capital of $5235268 and net capital requirements of $2050368 The ratio of aggregate indebtedness to net capital

was 5.87 to

Note 4Subsequent Events

The majority of the Companys fixed assets consist of fractional ownership interests in five business aircraft which management

intends to dispose of during the first quarter of 2011 These aircraft have net book value of $2587421 at December 31 2010 and

the estimated gain on their disposal is $390218 Deposits on these aircraft classified as other current assets in the Statement of

Financial Condition will also be refunded to the Company at the date of disposal which total $47329 at December 31 2010

Accounting principles generally accepted in the United States of America require the disclosure of the date through which

subsequent events were evaluated when determining whether adjustment to or disclosure in the financial statements is required

However the guidance does not change the definition of subsequent event i.e an event or transaction that occurs after the balance

sheet date but before the financial statements are issued The Company evaluated subsequent events through February 24 2011

which represents the date the accompanying financial statements were available to be issued
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Davis Distnbutors LLC
COMPUTATION OF NET CAPiTAL FOR BROKERS AND DEALERS

PURSUANT TO RULE 15c3-1 UNDER THE SECURITIES

EXCHANGE ACT OF 1934

AS OF DECEMBER 312010

NET CAPITAL
Shareholders equity see Statement of Financial Condition 28112829

Less nonallowable assets

Deferred sales commissions net 7827520
Receivables and other assets 11657350
Property and equipment net 2669118

Total 22153988

Net capital before haircut and other deductions 5958841

Less haircut on investments

Money Market mutual funds 723573

Net capital 5235268

MiNIMUM NET CAPITAL REQUTREMENT The greater of

$25000 or 6-2/3% of aggregate indebtedness of $30755509 2050368

NET CAPITAL 1N EXCESS OF REQUIREMENT 3184900

AGGREGATE iNDEBTEDNESS See Statement of Financial Condition 30755509

RATIO OF AGGREGATE iNDEBTEDNESS TO NET CAPITAL 5.87 to

The differences that exist between the above net capital computation and the

corresponding calculations included in the Compans Form X-17A-5 Part IIA filing

are immaterial

See notes to financial statements
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lEt GPAs Don Radakovich CPA

PROFESSIONAL CORPORATION Thomas Furrier CPA

Tariq Khan CPA

Philip Dairymple CPA

Rodolfo Paredes CPA

February 24 2011

To the Shareholders of

Davis Distributors LLC

In planning and performing our audit of the financial statements of Davis Distributors LLC the Company as of and

for the year ended December 31 2010 in accordance with auditing standards generally accepted in the United States of

America we considered the Companys internal control as basis for designing our auditing procedures for the purpose

of expressing our opinion on the financial statements but not for the purpose of expressing an opinion on the

effectiveness of the Companys internal control Accordingly we do not express an opinion on the effectiveness of the

Companys internal control

Also as required by Rule 7a-5g of the Securities and Exchange Commission the Commission we have made

study of the practices and procedures followed by the Company This study included tests of compliance with such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g in making the periodic

computations of aggregate indebtedness and net capital under Rule 7a-3a 11 and the reserve required by rule 5c3-

3e and for determining compliance with the exemptive provisions of Rule 5c3-3 We did not review the practices

and procedures followed by the Company in making the quarterly securities examinations counts verifications and

comparisons and the recordation of differences required by Rule 7a- 13 in complying with the requirements for

prompt payment for securities under Section of Regulation of the Board of Governors of the Federal Reserve

System or in obtaining and maintaining physical possession or control of all fully paid and excess margin securities of

customers as required by rule 5c3-3 because the Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities

The management of the Company is responsible for establishing and maintaining internal control and the practices and

procedures referred to in the preceding paragraph In fulfilling this responsibility estimates and judgments by

management are required to assess the expected benefits and related costs of controls and of the practices and

procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be expected

to achieve the Commissions above-mentioned objectives Two of the objectives of internal control and the practices

and procedures are to provide management with reasonable but not absolute assurance that assets for which the

Company has responsibility are safeguarded against loss from unauthorized use or disposition and that transactions are

executed in accordance with managements authorization and recorded properly to permit preparation of financial

statements in conformity with accounting principles generally accepted in the United States of America Rule 7a-5g
lists additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in any internal control or the practices and procedures referred to above misstatements

due to errors or fraud may occur and not be detected Also projection of
any evaluation of the internal control or of

such practices and procedures to future periods is subject to the risk that they may become inadequate because of

changes in conditions or that the degree of compliance with the practices or procedures may deteriorate

control deficiency exists when the design or operation of control does not allow management or employees in the

normal course of performing their assigned functions to prevent or detect misstatements on timely basis

significant deficiency is deficiency or combinations of deficiencies in internal control that is less severe than

material weakness yet important enough to merit attention by those charged with governance material weakness is

deficiency or combination of deficiencies in internal control such that there is reasonable possibility that material

misstatement of the Companys financial statements will not be prevented or detected and corrected on timely basis

520.881.4900

520.881.1475 Fax

4542 Camp LoweI Drive

Suite 100

Tucson Arizona 85712

www.RandAcpas.com



Davis Distributors LLC

February 24 2011

Page

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and would

not necessarily identify all deficiencies in internal control that might be material weaknesses We did not identify any

deficiencies in internal control and control activities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of this

report are considered by the Commission to be adequate for its purposes in accordance with the Securities Exchange

Act of 1934 and related regulations and that practices and procedures that do not accomplish such objectives in all

material respects indicate material inadequacy for such purposes
Based on this understanding and on our study we

believe that the Companys practices and procedures were adequate at December 31 2010 to meet the Commissions

objectives

This report is intended solely for the information and use of the board of directors management the Securities and

Exchange Commission and other regulatory agencies that rely on Rule 7a-5g under the Securities Exchange Act of

1934 in their regulation of registered brokers and dealers and is not intended to be and should not be used by anyone

other than these specified parties
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